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fee Industrial iM Technical Challeng e of the U.S.8»R* 

jn x«8@ than thirty years the Soviet Union he# been transformed 
Ctob a relatively w*sd*rd*vel oped country to the second largest 
industrial economy in the world. fee rat* of in d us trial growth 
lulled to tiiie fttataaast tea been achieved to ay ite of the aubstan- 
ttol deatrsaettoh and dislocation of ¥brld Mar II* Beesvar, it has not 
r e s ul t e d to the formation of an industrial base approximating our 
mm to either ato© or power. this base to iargg escsaak 

to amts, tb. te vi.t laasa to iasal, jgagUgkJBaa. aaiSg 

to trt» to taerMBii«>]f In tin toretowfat of 

of underdevelop ed arena aad to speah confid ently of "dosing th*,.gBf 
brt— am our output asd theirs . There are, therefore, both immediate 
m& yroayectlve ehallesgas which flow directly fro© the Soviet 
industrial and technical- effort* In order to assess this challenge 
raaltotieaklly, it to of utmost togportaae* that we understand how 
t his rate of growth has been achieved, what the present relationship 
of Soviet industrial and technical strength is to that of the- west 
and what the prospects are for toe future. 

fee value of Soviet output as a whole has increased aiaoat three- 
fold £mm 19S& b© date. The rate of industrial growth during this 
period ha® been at least twice m high as the national average for the 
U.S.S.H* 00 that today industry to the most important sector of the 
Soviet So©ssoa$y measured to terms of contribution to the national product, 
lew has this rate of industrial growth been achieved? I would like to 

identify four factors which have been of *M©r togortance. 
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i Ss» hlflh percentage In allocation of annual Soviet 
production to InssarfeBeat bam boon achieved at the expanse of tba present 
velfere of the population, which has been aeeorded misOmm requir*s*wmt» 
in planning and a residual position in plan execution. T#o exaBple* 
satke this clear t 

(a) While capital good® output was rising over tenfold, 
•^icnltund production has barely Kept pace with the growth of popu- 
lation* 

(b) 3&e ambitious plan goals for heavy industry are 
usually surpassed, the unimpressive goals for consuaer go©!*, on the 

other hand, have .net fared so well. 

(2) in lias with the enphasls on Industrial growth, the 
Soviets have transferred ailllens of workers trm agricultural to 
urban occupations, tn spite of the norm! growth of the labor force, 
m estimate ti»t the agricultural labor force actually declined by 

6 percent between 193® and W& «ad has barely sad* good this 
ia the past three years. 'She r^n-agri cultural labor force, on 
the ether hand. Increased by about 60 percent during this period. 

(3) fully as iaporta&t as the physical ahifting ef labor 
fr©» the far** to the cities has been the prodigious effort expended 
on sc ient ific and technical education. Soviet calefies receive about 
500,<XK> students and graduate about 250,000 each year. Sotal O.S. 
entrants a wl - graduates" are about 10 percent higher, but the Soviets 
train a far greater proportion in the sciences than we do. In 1955 
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Shi touits of tbs Fifth Five leer Plan to b* used 
t© dtotorate to effective this policy of forces lototriallntlon 
to too. Over this five year period Soviet industrial production 
grew over 75 percent cpEfiarad to 23 percent In the U.s. during th» 
sawft period* As was to be expected the output of heavy indus try 
gpfyf st BSt ©van ’M -g ftar rate than the India trial average. The eonsiuswr 
0 0^4 *; industries grew at a such slower rate than the industrial 
pDfip this ccaabintd with the slow growth in agriculture and 
consumer Service® resulted in only a modest improvement in the 


alraady lov living standards. 

Soviet galas up to this tine have been spectacular by 
DUS* standards* However, It must also be observed that the high 
toss of growth achieved result in part tsm the fact that the toe 
frm Which these rates are calculated vas and is- vary low by tf.S. 
atassdar&a* toll absolute additions to a cnall toe yield high 
rates of growth* It is useful, therefore, to look briefly at this 
prese n t le vel of output in the U.3.S.R. compared with the 0.®. 

la aggregate value terns, 1955 Soviet heavy industrial 
output us® about a third of that of the United States. However , 
if we look below these figures, we find scsese very striking differences, 
for the stoat part* Soviet production of capital equipment was much 


©loser to ours than la suggested by the avenge 33 percent* lb* 
outst anding example in this category is Soviet production of machine 
tola, which, in this year, exceeded our production by 30 percent. On the 
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other band, m induced almost 90 autcjaobiles for every one produead 
S» the U.S.S.B*, 30 w a shi n g machines for every one produced la the 
and $ radios and TV sets* 

This is the appropriate point at which to introduce a 
word of caution. There are vary great hazards in asking pospar leone 
of say two mtiona* This is especially so in a comparison of tbe 
H.S.d.1. and the U.S. In the former, the output of Industry is 
state controlled thru a state plan, to- tm t the needs of the state* 
la the latter, output is allocated thru the aschaclea of free markets 
to meet the aaads of the population. It is apparent that the U.S.S.H. 
aar coMjmaaate in part for its lower absolute level of total output 
by channeling a high jserceataga of its resources to whatever goal it 
elects to mghmlm whether it he a continued high rate of capital 
iawaatasat or a high rate of araaas&t production, M the level of 
the Soviet industrial base rises, even greater freedom of action is 
pa^ltted. 

Hat principal long term eeoncoie task of the Soviets as 
aasprsessd in th© Sixth Five tear Flan, is"to overtake and surpass the 
most developed capitalist, countries m reused® per capita product ioJi“, 
ffeJa general, objective has been aaglified by Saburov 
(First Chatman, Council of Ministers) as follows : 


“ft is true that w* have net .yet caught up to th* United 
States either in the volume of production per capita, and 
so far In the volsase of industrial .production per capita. 
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£( tiu plan i* B»t ant wuatne that th* S*»™ r—. 
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( 1 ) «M fUBMi rate of srorth of th* *«rer *«**• «i» 
ha acartfcat ht^wr ffeaa that wMatavad aurlng tha Fifth «*• lMr n *“' 
t... about 86 <aa®a»4 *«h TO par«rt. 
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will, be Ipmf — 10 percent in the Sixth Five Fear flm 

with over 8§ percent is the plan period $m% completed. 

(j) Finally, and this is stoat li^portant, investment 
ftm&e have been Increased by about two-thirds over those allocated 
i» tbs past period, Heavy industry undoubtedly will share generously 
in this# 

Soviet plans for the next five year®, if they are act, 
will ai^aificaotly stavsngtben the 11.8.8,3, *a war snorting potential. 
Over and above the general strengthening of the industrial bans, It 
la expected that the: output of the electronic® industry, which contri- 
butes many essential it mm required in high-perforsaincs military 
afsi|saent ( including guided missiles), will be tripled# Also, in tbs 
field of special heat resistant alloys where the Soviets have dona so. 
much for fundamental research, the new five year plan calls for a six 
fyy increase in production. 

ffea aeMevejsent of the goals which the Soviets have set 
tm thea»«lvcs over tha next five year* will rwpire a special type of 
industrial effect and will, at the ansae tins, provide them with an 
industrial has* mere directly eoraparable to our own. ft#© factors are 
primarily responsible for this change in emphasis. First, additions to 
the labor force during the next five years will reach a low point 
owing to the lower birth rates during ?terld Ha? It* Soviet lealtFR 
aspect that only about ?.3 alllion persons will be added to the 
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prace&in® five year period* Second, It is probably ualilely that 
a su bsta nt ial diversion of labor frea agriculture to industry will 



< yr> $ 4 ® smjor effect which the Soviets ar# aw&iag ifi the field of 
scientific and technical education# It i® useful new to loot at their 



ability to produce these tools In volume they have the capability to 


fctlgfe-preclsion tods* 5t»y haw completed basic 
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A second examp le of the directions of Soviet 
tMaktog v&th respect te technology asy be dr» ® frcaa % be tjc a n si^rtatl o a 
fl*M m& current Soviet dtasellsation progrwa. la i*te 1955, the 
ferlitte announced 11 vigorous program to replace the stem loeowtives 
m which they ere jaeaeaily depeadoat for over 90' percent of th e ir 
hvttia* with diesel -electric soft electric locoaotives, % 
the end of the Sixth Five leer lOaa, distal-electric and electric 
l®e«>tives ere to account for 40 - 4 $ percent of an railway transport 
WBf&l fey 1965 for 80*35 percent. If % fee Soviets carry through this 
pragrsa. m pleased, they will accosplisb a rate of loecaetive replace* 
aanfe which roughly parallel# our own experience in the years 1946 to 
date. 

®iHa ; this is indeed an ambitions program, the aspect of 
it which m would like to. m&tomim is the readiness of the Soviet# 
to syppr^arlate foreign techoolc^ and adapt it to their need®, fh© 
post~var diesel -electric loccaotive Initially pat into product ioa fey 
tha Soviets was an alssost exact copy of the Aaerican Lococaotive 
Gategtfflqr loeoaotive "Da", Uhe engine to fee used ia locaaet lvas planned 
fm production during the next five year# is an exac t ©spy of the 
Fairfeajfes-lfcr&e opposed piston engine need on ice-breaker®. 

4 .t is possible to eita n u me rous other examples * tractors., 
construction s©ti£ia*»ni # road building equipment and stetcr vehicle® - 
in which the Soviets have appropriated western technology for themselves, 

** their TO^iiEments jdMre racy«a»rv /ma tn.fettt-. AMil ,- 
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t be model m the base for further te chno l og ical development. 1 need 
not point oat to this audience that this practice must shorten the 
time period within which we will have a cowanding technological lead* 
Moreover, this practice releasee scarce scientific and technical 
manpower to work in those areas which have the greatest strategic 
significance to the Soviets* 

fhat the rapid pace of Soviet industrialisation ha s coMm^ed 
a high price in term of consumer living standards and particularly In 
terms of agricultural production is clear. Both waxgemr and larestmnt 
have been diverted fro® the farms to the urban centers. The result is 
that the growth of agricultural output over the past two decades has 
been loser than the growth of population. Xt is useful to look at 
this problem for two reasons. First, the agricultural sector is 
one of the important areas of weakness in the Soviet eoonoay. Second, 
paradoxical though it say appear at first glance, a resolution of 
this problem say well be found by continued conccntratioa of effort 
on industrial growth. 

Let ae recite lust two central facts concerning Soviet 
agriculture.. Only about 10 percent of the U.3.S.S. is classified as 
arable end soils, rainfall, teagerature and other climatic factors 
combine to provide good yields without large investment in only about 
one tenth of the arable area. Under the "Hew Lands Program" which 
ham resulted in an 16 percent increase in sown area over the last 
two years, cultivation has been pushed Into distinctly marginal 
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productivity fey TO percent sad collective fans workers fey 100 percent 
during the next five years < 

' There- is, however, one other epproecfc to the agricultural 
problem which the Soviets say exploit regardless of how well they 
succeed in asetlag their agricultural goals. As Soviet industrial 
eapefeilitles rise end m cost* of production decline, the opportunities 
for trading Soviet industrial coaaoditles in world markets for 
agricultural supplies will undoubtedly appear increasingly attractive. 
Moreover, their economic capabilities appear to fit nicely with their 
political objective to increase the vduae of trade with the under- 
developed countries. Thus it .say wall, turn out that the industrial 
growth which the Soviets have pushed so aggressively win provide a 
solution not only to the problem of feeding the growing, population 
hut also the naans for furthering their political aabitlone in. the 
underdeveloped areas of the world* 

la ay opening consents, Z suggested that the industrial 
aaft technical challenge of the O.8.6.K. aust fee: defined, in term of 
substantially increased military capabilities end increased ability 
to compete for markets throughout the world, particularly in under 
developed areas* X have further suggested that the- changing character 
of the Soviet industrial feast is - far acre than an end In itself - 
an essential prerequisite to the achievement of these goals. 

In your evaluation of this challenge, X believe that 
there are sin hey points which yen should seriously consider* 
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(1) mytio Soviet current output of industrial goods 1* 
about 30 percent of ours, their industrial output is Increasing at 
« substantially higher rate than ours. Curing the past five years, 
thair output increased hy over TO percent while ours was increasing 
about 23 percent. 

(2) Ass uming that the Soviets meet their Sixth Five fear 
goals, and assuming that we advance in line with present forecasts, 

Soviet heavy industrial production will he about %0 percent of ours 
hy I960. 

(3) If anyone finds comfort is the above comparison, it 
aay he wise to point out that overall coepsrisons of industrial levels 
caa he very misleading.- Is a nation in which goods are produced to 
neat the needs of the irtate, it is possible to so allocate resotrees 
that output co^erisoruj for particular commodities — capital goods 
or military end items — may be nowhere sear so favorable to ua as 
tbs overall averages suggest. 

(h) flovist issplssais on scientific and technical education 
c n ipl* * with emphasis on investment in capital equipment of advanced 
technological design indicates that important total output gains will 
be f ound through increasing output per san-fatmr. 

{5) Soviet readiness i© app r op riate the advanced 
technological developments of western nations, and particularly tb* 0 , 3 ., 
ggapt thes e to their own requirements seed make advances on them 
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******* to their priorities, has reduced and vill continue to 
s^Saco the eosaaadlag lead vhlch the United States has had in these 

area*. 

(£) soviet industrial expansion may **H provide the means 
far laprortne toawtie asrienltwal sroduction «4 U «U •*«•« to 
.trancing Serial political »*>ltle» In the underderrlcpcd ■»« of tl« 

world. 
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